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BOSTON BOARD OF TRADE. 
REPORT 

Off 

MR. SENATOR SUMNER'S BILL. 



The Committee appointed to consider Mr. Sumnee's bill for 
the aubstitutioa of compound, interest notes in place of the 
present issue of legal tender notes, present the following report: 

Before proceeding to the consideration of the subject specially 
assigned to the Committee, it may be useful to ascertain whether 
there is or is not an excess of paper circulation, a question 
upon which there exists much difference of opinion. 

On the Ist of January, 1862, the date of the suspension of 
specie payments the currency of the United States was sub- 
stantially as follows — 



Bank irLuHtnn 

Bank deposits 

Specie in bank 

Specie in Tieasuiy say, 

Specie in hands of the public, aaj, 

Trciisury notes in circulation, 



Deduct : 
Specie in bank, . 
Bank notes on hanil, 
Casli items of banks, 



$183,792,079 
296,322,408 
102,146,215 
6,000,000 
100,000,000 
33,460,000 

^721,720,702 



. 3102,146,215 
26,253,589 
27,827,971 



Active circulation of the United States, 

January 1, 1862, .... $566,492,927 
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Bank deposits being, by means of checks, the most actively 
circulating form of bank currency, should, of course, be in- 
cluded. Soon after this date, under the pressure of a supposed 
necessity, the legal-tender act of February 25, 1862 was en- 
acted, and the emission of United States notes rapidly increased. 
The banks, being in a state of suspension, had every inducement 
to increase their issues of notes and thereby enlarge their profits 
by extended loans. The efl'ect was soon apparent in rapidly 
advancing prices (in paper,) of all commodities, and the stimu- 
lus thus given to all speculative transactions. This state of 
things continued, with increasing issues by the Treasury, culmi- 
nating in the summer of 1864, when the value of the United 
States greenback dollar had fallen to thirty-five cents in gold. 

Oar people seemed to be seized by a delirium of prosperity, 
and every one found himself to be growing suddenly rich with- 
out labor, except those unfortunates having fixed incomes or 
debts due them. These found that a formerly adequate income 
was diminished one-half in power to provide the means of 
subsistence, and that debts contracted in gold values were paid 
in a currency worth less than half of the promise. Fortunately, 
even for these there was one resource, and it was the means of 
preventing a vast amount of injustice and suffering. The cur- 
rency which the Government compelled every creditor to receive 
at par, thougli really worth less than fifty per cent, for the pur^ 
chase of most other kinds of property, was received by the 
United States at par, in exchange for its bonds, principal and 
interest payable in gold, and which the loyal people of the North 
fully believed would be so paid. Consequently, avast amount of 
money lecen ed Dy mortgagees, trustees, savings banks, insurance 
companies ind otheis, was thus invested, and the capita! and 
income saved intact foi the ownere. But for this, ruin would 
haie oveitaken multitudes who have never known their danger. 

When it i*- con=iidPied that the census valuation of the loyal 
States in 1860 was about ten thousand millions, and that an 
average advance of only fifty per cent, made an apparent gain 
of five thousand millions of dollars, it is not surprising that 
such a sudden accession of supposed wealth should have proved 
a source of intoxication, fruitful of the wildest extravagances. 
The sober paths of honest industry present few attractions at 
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such a time, and the ventures of the gold room and the stock 
exchange prove more alluring thaa the workshop and the 
counting room. 

It is unnecessary for your Committee to enlarge upon the 
demoralization of such an experience. Every one can remember 
the thousand and one petroleum, mining and other companies 
that were " placed " during those years, and how ready the 
most conservative citizens were to swallow the gilded hook. 
The usual outgrowth of defalcations, forgeries and breaches of 
trnst followed, and are still too frequent. Some of the victims 
are occasionally caught and imprisoned, while the real culprit, 
a false measure of value, is still at large, and finds too many to 
do him homage. 

At the cloac' of the war an important change had taken 
place in the currency of the United States, which stood about 
as follows : 

[It should be remarked that this circulation was mainly 
confined to the loyal States.] 

October, 1865. 
National bank' circulation, . . . .$171,321,903 
State bank circulation, .... 78,8G7,ft7o 

National bank deposits, .... 549,081,254 
State bank deposits, not large and not easily 



Specie omitted, as substantially out of circu- 
lation. 

Legal -tender notes in circulation, (as given in 
report of tbe Controller of the Currency,) . 



$1,503,855,390 
Deduct : 
Bank notes on hand, . . $16,247,241 
Bank cash items, (checlis not 

presented, etc.,) . . . 72,309,854 
Legal-tenders in bank, . . 193,094,364 

28I,651,45!> 



Active circulation, October 1, 1865, . . $1,222,203,931 
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In less than four years the currency had doul)Ied. At this 
time the feeling of the counti-y and of Congress was decidedly 
in favor of an early withdrawal of legal tender, and speedy 
resumption, as is- shown by the resolution " pledging the House 
to cooperate with the Secretary of the Treasury in a contraction 
of the currebcy, with a view to the early resumption of specie 
payments," proposed in the House of E*presentatives by Mr, 
Alley, December 18, 1865, and which passed the House — 
144 yeas, 6 nays. 

Merchants were holding light stocks, the spring importation 
had been small, and consumption was treading closely upon 
production. The southern market had been suddenly opened 
for. large supplies of goods in exchange for cotton, which Europe 
was ready to buy at high prices. Unfortunately, more than 
one thousand millions of the public debt was payable, at the 
option of the holder, within three years, and the Secretai7 did 
not dare to attempt contraction until this large amount should 
have been funded. Thus was lost the golden opportunity, 
which will never return. Nevertheless, in 1866 and 1867, the 
maturing of the compound interest notes effected a contraction 
of two hundred millions, and the requirements of the Southern 
States caused a withdrawal of a large amount from the circu- 
lation of the North. Since 1867 no efforts in that direction 
have been made, and to-day the United States will offer nothing 
better for its promise to pay a certain sum of money to the 
bearer than another promise of the same tenor, possibly on 
cleaner paper. And yet we boast constantly that we are paying 
off the public debt which is not due for many years. 

With many persons it is a favorite theory that if the volume 
of the paper issues be allowed to remain, the country will soon 
" grow up to specie payments," How long a process this would 
probably be may be inferred from a compainson of the average 
paper circulation per capita, for a series of years. In the 
finance report for 1865 appeared a statement made up by Dr. 
William Elder, of the Treasury department, as follows : 
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1825 to 1882 


8 years . . 


$i.7i per capita. 


1833 to 1886 


4 " . 


7.10 " 


1837 to 1838 


2 " ■ 


8.35 " 


1839 to 1845 


7 " . 


5.16 " 


1846 to 1847 


2 " . 


5.08 " 


1848 to 1853 


6 " . 


5.34 '^ 


1854 to 1857 


4 " . 


7.30 " 


1858 to 1860 


3 " . 


6.08 " 



In this table the averages are given for the whole population, 
free and slave ; the latter should properly be omitted, ■which would 
increase the averages rather less than two dollars ^er capita. 

Compai'e the averages of legal tender and bank circulation 
since the war ; — 

In 1865 %%%Sn per capita. 



1867 
1868 
1869 
1870 
1871 



24.3f 
■21.00 
18.86 
18.32 
17.40 
17.80 



It will be noticed that when the country was prepai'ing for 
the panic of 1837 the average was but eight dollars and thirty- 
five cents, and for the four years prior to 1857 it was but seven 
dollars and thirty cents. If the issues of the last ten years had 
been of unsecured bank notes, there can be no doubt that the 
collapse would long since have taken place, but, being secured 
by the guarantee of the government, there can be no question 
of ultimate payment, and no food for panic on the part of the 
bill holders. 

In this connection, the attention of the Board is called to the 
annexed abstract from the returns of the national banks, indi- 
cating a rapid expansion of bank creiiit. During the past year, 
it will be noticed that the deposits have increased by the 
enormous sura of one hundred and nine millions, and the bank 
loans during the same time one hundred .and six millions, the 
lattar .showing a constant increase since I860. Surely the 
pressure of a gentle contraction of government paper ^vould 
exercise a most wholesome influence upon the banks, causing a 
gradual curtailment of bank ccedits. 
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In the judgment of your Committee, no good reason can be 
given to show that the country has use for double the amount of 
currency circulating in 1862. The population has increased 
about one-third, and it is not easy to see why the currency 
should increase in greater ratio. If it be said that the business 
and wealth of the country liave largely increased, the reply is 
that the country never had a more prosperous decade than from 
1850 to 1860, while the amount of bank circulation diminished 
from 6.69 a head in 1850 to 6.52 in 1860. In England, the 
bank act of 1844 provided against any increase of the paper 
circulation, excepting against an equal amount of specie in 
bank. Since that time the wealth and trade of Great Britain 
have enormously increased, yet there is no lack of currency. 
As they do not fill the currents with paper, their wants are 
supplied by the influx of gold. It will be remembered that 
while the average for thirty years prior to 1860 was about six 
doUai's a head, the bank issues were unrestricted in many 
States, and the banks had every inducement to increase their 
profits by crowding to the utmost their bill circulation, and they 
were not slow to make the most of their opportunity. 

The extension of the railroad system and of telegraphs, so 
far from creating demand for more cun-ency, has the contrary 
eflpct, by economizing veiy much the use of it by giving greater 
lapidity of circulation, wlule the adoption of the national 
banking sy.tem has induced the geneial use ot bank checks 
instead of bank bills, as a means of remittance 

It may not be amiss to allude briefly to the effect nt an 
expanded curiency upon oui expoits. When the expansion 
was going on in 1862, 1863 and 1864, our markets had greater 
or less supplies of exportable merchandise, produced at a cost 
resulting from a more restricted circulation. The fact that 
any thing that would realize abroad one dollar in gold could be 
made available here at the value of one dollar and fifty cents, 
two dollars or two dollars aud sixty cents, in payment of debts, 
or investment in governments, caused the shipment of large 
quantities of produce, to be sold abroad at very low prices. 
Thus, during 1863, sound American flour of good brands 
hrought, in Liverpool, buti four dollars and thirty-sis cents a 
Jjarrel, after paying freight and charges, and American wheat 
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sold at four shillings and nine pence, yielding less than one 
dollar a bushel, after paying charges. 

The following table will show the effect of our large ship- 
ments ill depressing prices at Liverpool : 



I860, 57.8 68.9 l>3.6 

1861 56.2 47.0 48.2 

1862, 50,3 35.5 35.1 

1863, 43.9 33.2 26.11 

1864 38,0 

Sprbg of 1865, .... 37.3 

It will be seen at a glance, that although the shipper could 
save himself from loss by turning the exchange into currency 
and paying debts, the country suffered an enonnous loss in 
sending abroad the products of labor, to be sold at hardly 
more than half the natural prices. But it was not in our ship- 
ment of produce alone that we were made to pay for our dis- 
regard of financial laws. The following quotations for a few 
American securities are taken from the London Economist of 
July 23, 1864; United States six per cent, gold bonds, forty- 
eight to forfcy-nine per cent. ; Illinois Central seven per cent, 
bonds, first mortgage, fifty-five to .fifty-eight ; Michigan Central 
eight per cent, bonds, first mortgage, fifty-five to sixty ; Michigan 
Southern seven per cent., first mortgage, forty-four to fifty-five ; 
New York Central seven per cent., first mortgage, forty-four to 
fifty-five ; Pennsylvania Central seven per cent., first mortgage, 
forty-four to fifty-five. When it is remembered that we have 
sent abroad, during the last ten years, our promises to pay at 
some future time amounting to more than one thousand millions 
of dollars, for which we have probably not received more than 
seven hundred and fifty millions, and of which the annual interest 
will undoubtedly average not less than nine per cent, per annum 
upon the cost to the foreigner, we have one more item to add 
to the melancholy account of national waste. 

When the inflation has had its effect in advancing the cost of 
production above the natural level, the couutry stands at still 
greater disadvantage, if possible, in its dealings with foreign 
nations. With all the products of our industry costing paper 
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money prices, while the willingness of foreigners to take our 
bonds has depressed gold to within ten per cent, of par in 
paper, we come into the markets of the world utterly unable to 
compete with other nations, save only in raw materials, the 
results of the bounty of nature quite as much as of the industry 
of man. A nation of industrious, inventive, quick-witted 
workers, we owe the impotent part we are content to play 
in the commerce of the world mainly to the vain effort to delude 
ourselves with the idea that broken promises can ever be a 
standard of value or a safe medium for the discharge of honest 



It is sometimes claimed that a state of suspension is advan- 
tageous to the country, inasmuch as we are freed from the 
derangements which sometimes follow specie shipments in specie- 
paying times. But a demand for gold signifies merely that we 
are called upon to pay debts that we owe abroad. It is true 
also that a state of suspension for an individual would be a very 
convenient relief from the perplexities of a stringent money 
market, yet no solvent merchant would be willing to accept 
relief at such a price. It is to be hoped that no member of this 
Board will commend a course of action for his country which 
he could not accept for himself without personal dishonor. 

Your Committee know of but one remedy for an over-issue 
of paper, and that is to withdraw it from circulation. This 
withdrawal may be involuntaiy, the result of a financial crisis, 
as in 1837 and 1857, or it may be gradual, as was the retire- 
ment of two hundred millions of dollars in 1865 and 1866 by 
means of compound interest notes. The advocates of the plan 
of drifting into specie payments frequently refer to the long 
suspension in Bugland, from 1797 to 1821, as proof that noth- 
ing is wanting but time. But the ability of the Bank of 
England to resume was really due to the contraction caused by 
the failure of the country banks. According to McI'ullooh, 
there were about two hundred and eighty country banks in 
England at the time of the suspension in 1797. Then, as now, 
bankiog upon dishonored paper was proiitable, and the number 
of banks had increased to above nine hundred in 1813. A 
heavy fall in the price.of grain in 1814 proved ruinous to many 
farmers, so that a panic ensued, which caused the failure in 
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1814, 1815 and 1816, of no fewer tlian two hundred and forty- 
banks, and this reduction of banli paper bi'ought gold rearly to 
par, as will be seen by the following tabic, showing the aver- 
age premium upon gold for the years 



1812, . 


■ 20| 


per 


cent. 


1817, . . 


1813, . 


. 23 






1818, . . 


1814, . 


. 25 






1819, . . 


1815, . 


. )6| 






1820, . . 


1816, . 


. 16| 






1821, . . 



As an eacouragenient to hope for an improved state of morals 
after resumption, it may be stated that the convictions for pass- 
ing forged paper of the Bank of England were : In 1816, one 
hundred and four; 1817, one hundred and twenty-eight ; 1818, 
two hundred and twenty-seven ; 1819, one hundred and ninety- 
three ; 1820, three hundred and fifty-two ; the year of resumption, 
1821, one hundred and thirty-four ; 1822, sixteen ; 1823, six ; 
1824, five. 

It is the belief of your Committee that in the slow and steady 
withdrawal of greenbacks lies the only safe mode of escape from 
the present unsound condition of the currency of this country. 

This is what Mr, Stjmneii'b bill proposes to do. No other 
form of contraction is likely to be so flexible and automatic in 
its action. When money is abundant they wilt disappear ; when 
the market is stringent they will circulate. For this reason the 
contraction will usually take place in the summer months. It 
will be observed that the measure is permissive, not compulsory. 
If, as is alleged, the present amount of currency is " needed by 
the country," these notes will all remain in circulation. Each 
holder of a note will know, better than any one can tell him, 
how much he needs it, and he certainly will not exchange, it for 
a bond unless he prefers the latter. If the individual citizens 
are satisfied, the " needs of the coiintry" may be safely left to 
take care of themselves. As the currency receipts of the 
Treasury are mainly in bank notes, it is doubtful if so large a 
sum as ten millioos monthly can be obtained, and, in the judg- 
ment of your Committee, ^ve millions montldy will be a 
sufficiently rapid contraction. Tour Committee would suggest, 
also, that the Government should retain tlie option to pay in 
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